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The fsilewing excerpts from 2 cenfidentiel report vempriss the fifth in a ssries
of reperts em CER/USSR trade under the terms of the Treaty of 12 April 1846:

In the text of the Treaty, the zgresments in Article 3, cencerning the establishment
of prices en the basis of intermational irade prices at that time, er the cempeti-
tive prices offersd by ether ceuntrises, are particularly netewerthy. For practical
purpssges, acoerding te confidentisl infermetlen, this seemingly well-chesen step
has net prewen thereughly satisfectory. The Czechsslevakien industry finds an easy
market at high prices for most ef the preducts inm questien - suck a8 mechims teels-
due te the preat demand for these praducts by Englend amd gther countries. The
Sevieta, hewover, insist that all these prices be bassd en the lewser price effer

of the United States, ce that the Cgzecheslevak firms, despite advance salss and
great axport pessibilities based en & msro favorsbls pound rate, have te adhere

to the lewer U.B, prices and ferege the better market pessibilities, Alse, the
price disperity betwaen the CSR and USSR stendards presents diffioulties.

Settlements are mude accerding to Articles 6 and 7 of the Treaty: in Kos from the
spegial ascount in the Czecheslevek Netional Bank. In omss of goods whese dolivery
wag net eriginally antloipsted, payment cen be made in free currency - far the rast
part in American dellars - as spec ified in Article 8.

Cemmoent ont the rail trsnspertatien difficultieal is indicated, especislly an the
limitod onpacity of the pmssapeway at (\fepeslulmowo and en the bread-gauge Fussian
tracks which necessitabe releading ef goods, i

No arbitration cenmities wes nemed in the agresment. Per practical purpeses, all
Czech flrm oleims fer goeds and payment are %o bs dirscted te the Deputy fer Traae
with USSR and decided with the Soviet trede representative im Prague.. In the event
that no agreement can be reached sn prises, the decisien rests with the Czécheslevak
Hinistry for Fereign Trads and the USSR trade representutive in CSRH.

In ths cenfidential repert fm the 0ffice of the Deputy fer Trade with USSR, GZ 148,
cartain oriticisms wars made spropes of the smell guantities in whioch long-tern
erders are being deliversd. Source adds the follewing ebserwatinns as facters com-
tributing te the slewnecss of these deliveries:

ao The reluotance of Czech industry %o 2ocept mew expert sdligatiens.

be Failure to reach a solution of the preblem of cheuper leng-tera industrial
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A reluctance on the part of tho Sovists to make tnese deliveries right now,
while they are presumably awaiting the first results of their cwn five-
year plan before »lucing large orders for 1948 and later,

6. The significance of economic relations with USSR is emphesized by the Czech
Government for the following reasons:
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The economic plan of both countries makes possible longeterm agreenents and
stablo conditions Por the industry of Czechoslovulia without the previous
price fluctuations and dependence on world markeys., In Czech industrial
oiroles, however, and partioularly in natimulized industry, there is e
odrtain amount of holding back in view of the expeuted future eslfesul-
figiency of Soviet industry, which would then result in the Russisns ceasing
to order such items as farm machinery, glmss, eto. Consequently, 1t is
believed in Czech industrial circles that the adaptation of the Czech ine
dugtry to the Soviet five-yesr plan will proceed with caution.

szchoslovak'ian industryy us well as the Hinistry Cor Foreign Trade, wishes
now as before for the croution end cultivution of as great un expert ree
sorve us possible for the western and non-Luropsan vountries, They realizs
that a change in the intermttisnel scene mwmy otherwise result in insurmount-
able dilfioulties for them. In the CSR it is wellesstablished that the
trade relations with USSR, sven though of more immediste importunce, must
be regarded sg merely a purt of the Czechonlovak trode relations with other
comntries, :

Nost Czech exports cousist of finished products, while USSR exports to CSR
are largely rov muterials.

7. The following are emong the critical observetions nmade by Czech industrialists
and govermnent officiels on the dismdvantages of trade relutions with Russia to

date:
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Ceechoslovakiun firms have no knowlsdge of She Russian tonzue.
h (&) D

Russian lerminology Cor various products ia stranpe.
There are not even brochures, illuatretlons or cstalogues in Russian.

There ure repeated instances of failure on the part of the Saviets %o
adhere to prescribed quentity snd quelity of poods deliversd.

Inadequate pucking of incoming Russian goods has 1led to muny complaints, ‘

USSR factorivs receive no instructions for the use of various special
products rnd nnchine tools. . ‘

Czech Lirms ure often ignorant of the internationanl trade prices, which
leads to nmiscalculntions,

Czech firms deuling with the Soviet office, Torgpredstve, find the long
forms burdensoma,’

It is not yet possible for Cueck Lirms to deanl directly with Russisn

- factories, syndicates and imdividuals,

8. Cgech Tirms heve hal several unfortunate sxpsriences in dealing with Nussian trade
orzanizations, For example, when the Bata shoe concern accepted Russiwa orders
for shoms, they sulmitted nomml specifications for the leather they would need

and Por

the prices to be paid, Although the leuther from USSR was of vary poor

quality, the Soviets still demunded delivery of the numbar of shoes orizinally
sgreed upon, There have been similar compleints in cotbon transactions. How,
however, the Cgzech fectories in private agreemsnts heve started to sdd a 2057 "ac-
coptunce commission”, under which plan work is progressing nore smaothly,
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